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Recap of Our Previous Conversation

« MERS Overview

« We partner with our customers to provide
one-stop professional retirement services

 Case Studies

« We offer a range of customizable plans
which employers can choose from to fit their
budget and mange their ongoing unfunded
liabilities (both pension and OPEB)

» Fiscal Best Practices
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Objectives for Today

Pension Funding
Closing a Defined Benefit Plan
Experience with Pension Bonding

Recommendations for the Future
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How is the Employer antribution Calculated?

MARKET
VALUE OF

MEMBER
DATA o

ACTUARIAL

EMPLOYER . ASSUMPTIONS AMORTIZATION
CONTRIBUTION = AND POLICY
METHODS

*Recommended by the Actuary and
established by the Retirement Board
OMERS
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Employer contribution rate is made of up two parts:

1. Employer Normal Cost— Present value of benefits
allocated to the current plan year less any Employee
contribution

2. Amortization Payment of Unfunded Accrued
Liability— Payment to reduce any shortfall between
liability for past service and assets

Amortization Payment

Employer Normal Cost of the Unfunded Actuarial Employer Contribution
Accrued Liability
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Closing a Defined:Benefit Plan to a
Defined.ContributionPlan ..~ ... . ...

« New hires, rehires, and transfers are covered by
the Defined Contribution Plan

« Projection Study is required
— Shows long-term cost of the plan

— How employer would be affected

» Defined Benefit division closes

— Reduced amortization schedule and accelerated
funding requirements

— Assets in the Defined Contribution Pian cannot be
used to pay benefits for members covered by closed

Defined Benefit Plan
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MERS Amortlzatlon Pohcues
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Closed Divislon Amortzation Foley

Option A Option B
Current MERS Policy Alternative MERS Policy

e Amortization period begins e Amortization period begins
two years below current two years below current
schedule schedule

e Schedule decreases by two ¢ Schedule decreases by two
years each year until five years each year until 15
years is reached years is reached

e Division holds at a five year e Schedule decreases by one
amortization schedule year each year until it

-

reaches five years

e Division holds at a five year
amortization schedule
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Closed Dwusuon Amortlzatlon Pollcy

. Accelerated funding of a closed defined
benefit division ensures it is funded properly

— Assets are dedicated for future retirees

— Currently, MERS requires the municipality to
become fully funded more rapidly in order to pay
promised benefits

« MERS has two options for amortization
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* Public Act 329 of 2012 allows a municipality
to issue a security, or Pension Obligation
Bond (POB), to offset all or a part of a
retirement program’s unfunded liability,
subject to certain conditions

* Municipalities may also bond for OPEB
liability

* MERS is available to assist, by providing
bonding projections
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Bonding Projection
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Important Points:

The unfunded accrued liability
will be calculated as of a
December 31st date

— The amortization period will
decline to zero

— The selected closed
amortization policy will be used

The data will be based off
of the most recent actuarial
valuation

There is no guarantee
divisions will remain fully
funded

Projected Popmests Dased on December 9L 7
rumnlqwnun- dfied Aftes hing B-Your Peariod |
Based oa the Based oa the
Actesrial Valoe of Assets Market Yalae of Assets
Flissal Bepinaieg Begieing
Yom of Yoar of Yems
Bapiing h UAL UAL
1 Period _ Factor _ Balssce P Balance P
am 1e22828 eresR 8.017.89 1333732
0M 1,654,925 960,867 1487.721
201 150450 1063.310 0,003,470
2% 47,729 1180683 0.77140%% 1763451
on 1,962,008 1337201 17,338,048 202441
200 neaNss 1650724 1659368 2344224
2019 0,127.963 BRI BSOS 2824,305
2020 8,890,367 1989,961 3002246
202 784797 2830208 1218825
2022 6,030,752 2241198 2384,838
2023 4,82956 26781 £.5345%0 snme
2024 %7327 2,446,996 1741530
2028 1225,9%0 560,022 192457 814,380
2026 T34 888,223 L156,546 su72?
2027 200477 299262 310,926
2028 [] - ° -
2030 .
203 ;
232 .
83 N
—
Assnal Amertintien Pryment for Exising DEEmplyess
|s8.30a.000
$3.000.000
52300000
52000000
$1.500.000
32000000
100,000
» s
213 e s o8 o
Fivund Vonr Bapwommy Juby 1.
[ temies Ammd Vamef Amon Toedo Mate WinofAmem |

OMERS

Macicipn] gl Eafreest Syidan



s

i Co_nsideratiqns f_prlthe .‘Future_

IR - Require municipalities be at least 100% funded
| or pay for the benefit upfront in order to make
improvements

« MERS has an accessible statewide funding
vehicle for local municipalities to fund their
OPERB liabilities |

— Groups have used this vehicle alongside our DC like

program for health care to eliminate unfunded
liabilities in the future

 _Continue to review and implement checks and
balances to eliminate unexpected final average
compensations spikes
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